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Greater sanctions due 
diligence urged after US labels 
Iran troops as terrorists

SHIPPING COMPANIES THAT continue to do business with Iran need 
to step up due diligence in the wake of the US designating the country’s 
elite Islamic Revolutionary Guard Corps a terrorist organisation, 
according to a London lawyer who has represented Iranian tanker 
operator NITC.

At issue is the involvement of IRGC in many Iranian companies, 
potentially including ports and logistics concerns, said Nigel Kushner, 
chief executive of W Legal.

North Group’s Mark Church, director of freight, demurrage and 
defence at the marine mutual, also warned owners that further Iran 
sanctions may be on the way.

Relations between Washington and Tehran have deteriorated sharply 
since president Trump last year withdrew the US from Joint 
Comprehensive Plan of Action, popularly known as the Iran nuclear 
deal.

That development forced many operators — led by Danish boxship 
giant Maersk — to drop port calls to Iran. There were also further 
sanctions against Iranian crude and petrochemical exports.

The latest move marks the first time the US has deemed a component 
of another country’s armed forces to be terrorists.

Mr Kushner said that given the extent of the IRGC’s economic 
interests, anyone doing business in Iran risks criminal prosecution in 
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OCEAN Network Express has joined its competitors 
by installing scrubbers on its vessels, as uptake of 
the exhaust cleaning equipment increases in the 
run-up to the 2020 sulphur cap.

The carrier — formed by the three Japanese giants 
NYK, MOL and K Line combining their respective 

box shipping businesses — would have the onboard 
exhaust gas cleaning system on up to 10 vessels in 
early 2020, according to its chief executive Jeremy 
Nixon.

The plan is to fit a few self-owned vessels when dry 
docking, while at the same time having in place 

WHAT TO WATCH

ONE opts for scrubbers but keeps faith 
in compliant fuels

the United States on charges of material support to a 
terrorist organisation.

“IRGC is said to have a finger in many pies of 
Iranian businesses, including thousands of entities 
conducting business which will not immediately be 
considered to be untoward,” he said.

“The question is, how does a non-US business 
identify the direct or indirect holdings the IRGC 
might have in an Iranian business.

“It is not possible to go to the Iranian equivalent of 
Companies House and check shareholdings. And 
even if you could, you would not find a shareholder 
called ‘IRGC’, because front companies will be 
used.”

Expected exodus
Mr Kushner said he expected to see the last 
remaining European businesses dealing legitimately 
in Iran to be further reduced in number.

On the shipping side, those which to continue 
trading with the country should conduct careful due 
diligence on Iranian port owners and logistics 
companies.

There are clear signs that the Trump administration 
intends to take a tough stance on ensuring that the 
industry plays ball with its sanctions drive.

Treasury secretary Steve Mnuchin stressed how 
serious the White House is November last year, 
proclaiming: “Shipping companies, insurers, vessel 
owners, managers, and operators should all be 
aware of the grave consequences of engaging in 
sanctionable conduct involving Iranian oil 
shipments.”

But the extent of any IRGC involvement in shipping 
remains unclear. In 2012, the US Treasury 

Department alleged ties between the guards and the 
National Iranian Oil Company, but said that it did 
not have sufficient evidence to be sure of links 
between the IRGC and the National Iranian Tanker 
Company.

NITC meanwhile has been able to continue trading. 
It emerged last month that Polish classification 
society Polski Rejestr Statkówhas defied the US to 
class five very large crude carriers and a suezmax 
owned by NITC.

PRS willingly struck the deal even though four other 
classification societies and the Panamanian flag 
dropped NITC, for fear of restrictions on their 
ability to conduct transactions in US dollars.

Board member Dariusz Rudinski said in an emailed 
statement to Lloyd’s List: “PRS is of the opinion that 
sanctions against the Iranian ships, which will 
navigate in spite of any sanctions, resulting in lack of 
proper supervision over technical condition of these 
ships, may cause marine casualties affecting not 
only Iranian interests but also those of the 
international community.

“In our opinion, the minimum level of the technical 
safety has to be ensured in any case. PRS’ co-
operation with the Iranian owners is of such nature.”

Meanwhile, Mr Church argued that the latest round 
of sanctions should not be seen as a qualitative 
change, but advised owners to keep an eye out for 
what happens next.

“As the IRGC are already heavily sanctioned, to be 
honest, I don’t expect to see much impact from a 
shipping perspective,” he said in an email.

“However, there are reports that this is a first step, 
with further sanctions likely and so things may 
change in the near future.”
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some short-term chartered vessels on which the 
owner is already installing scrubbers.

“We will not take core vessels out of operation to fit 
scrubbers,” Mr Nixon told the audience at the TOC 
Asia conference in Singapore.

ONE, which operates the world’s sixth-largest 
containership fleet with more than 200 ships, still 
preferred compliant fuel to meet the global sulphur 
rules, he added, but there was demand for the 
onboard refineries on a hedging basis.

“We are effectively not a great fan of scrubbers.”

His remarks come as adoption of scrubber 
technology among major carries is picking up pace.

Alphaliner estimates that over 10% of the 
containership fleet by the number of vessels, or 20% 
by carrying capacity, will have scrubbers installed 
by end-2020, with Mediterranean Shipping Co and 
Evergreen currently leading the move.

Tan Hua Joo, principal analyst at the consultancy, 
said there was significant incentive for carriers to 
downplay their appetite for scrubbers as it is 
arguable whether the equipment is a sustainable 
solution for shipping emission problems.

“But the economy of scrubbers is simply too 

compelling that even companies such as Maersk 
would change their minds,” said Mr Tan.

The Danish firm recently unveiled plans to place 
scrubbers on a small proportion of its fleet despite 
previously admitting being a long-term scrubber 
sceptic.

If the price gap between low- and high-sulphur fuel 
becomes wide enough, scrubber-fitted vessels that 
can burn dirtier but cheaper bunkers would gain a 
cost advantage.

“It remains to be seen how different carries will 
price the lower into their freight rates to compete for 
more market share,” Mr Tan added.

The stricter regulatory regime seems also to have 
affected carriers’ strategy for building new vessels.

Mr Nixon said his company was looking at some 
newbuilding ideas for between 2021 and 2023, 
although no immediate orders were being 
considered owing to uncertainties created by the 
new environmental rules.

“When you order tonnage, you’ll have to think about 
not just the size of vessels, but also the technologies,” 
he said. “Do we go with engines fuelled by liquefied 
natural gas? Do we fit the ships with scrubbers or 
choose other solutions?”

Singapore must adapt to survive, 
argues trade minister
GLOBAL shifts in trade coupled with technological 
advancements and protectionism require Singapore to 
rethink its maritime strategy, Singapore’s minister for 
trade and industry Chan Chun Sing said on Monday.

“We would be mistaken to think that our hub status 
is predestined,” warned Mr Chan, delivering the 
13th Singapore Maritime Lecture that kicked off 
Singapore Maritime Week 2019.

Although about 70% of the global maritime economy 
transits through the Singapore Strait currently, 
“things can change quite quickly,” he said.

Answering the question: “What will determine 
Singapore’s future as a maritime hub?” he set out the 
benefits of a pro-business policy, but also 
highlighted the importance of engaging China in the 
process, while also making the best use of 
technology to drive trade efficiency.

“Trade tensions will continue to brew between the 
US and China as both sides compete over 
technology, economics and geopolitical influence,” 
noted Mr Chan. “How competition between them 
pans out has a bearing on the global economy,” he 
added.

However, while the tensions have brought disruption, 
they have also brought opportunities. Slowing growth 
in the traditional Asia-Europe and Transpacific trade 
lanes has been replaced by growth in places such as 
Southeast Asia, Africa and Latin America, said Pacific 
International Lines managing director SS Teo, 
speaking at the same event.

“In these economies, GDP growth doesn’t result in 
multiples of volume growth,” Mr Teo noted. 
Therefore the growth multiples will not be the same 
as was seen in the previous traditional trade lanes, 
he warned.
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“The growth is definitely there, but it’s moving 
around,” Mr Teo said, so this will result in changes 
to the sizes of ships being deployed as well as the 
hub ports, and this will have an impact on 
Singapore.

“I’m still optimistic but you just have to be careful 
where you think the cargo growth is going to be and 
you have to deploy your resources to suit the trade 
patterns,” he concluded.

The intra-Asean market and the Asian 
Economic Community, which is set to be the 
fourth-largest market in the world by 2035 with a 
population of 650m, was another bright spot for 
Mr Teo. He also saw Africa slowly being 
industrialised and potential for the intra-Africa 
market.

“The future maritime landscape will be very much 
digital and enabled by data which will drive global 
logistics flows,” predicted Mr Chan. “Data will be 
an essential element of the Singapore Platform, 

which will be open and connected, as opposed to 
Balkanised,” he added.

In order to participate in global connectivity and 
succeed as a maritime hub, Singapore must not see 
physical trade in isolation but as part of a broader 
connectivity that includes data, talent, technology 
and finance flow, Mr Chan opined.

“Singapore can play a very important role to bridge 
the gap between the Chinese and other countries,” 
said Mr Teo, referring to the republic’s place in 
China’s Belt and Road Initiative. This could also 
include elements such as project financing and 
arbitration, he added.

“As the shipping industry redesigns its business 
models for the 21st century, Singapore must also 
rethink our maritime strategy. Our continued status 
as a global hub port and international maritime 
centre will depend on how well we can navigate the 
challenges and opportunities that come to fore with 
these driving forces,” Mr Chan concluded.

ANALYSIS

CMA CGM Libra ruling raises bar on 
seaworthiness, WFW argues
THE High Court decision on CMA CGM Libra 
establishes the precedent that defective passage 
plans render a vessel unseaworthy, according to an 
analysis of Alize 1954 v Allianz Elementar 
Versicherungs produced by Watson Farley & 
Williams.

Just as the standard of seaworthiness rises with 
improved knowledge of shipbuilding, so it rises with 
improved knowledge of the documents required to 
be prepared to ensure safe navigation, the firm has 
contended.

Following the International Maritime Organization’s 
recognition in 1999 of the need for passage planning 
to be adopted by all ships engaged on international 
voyages, CMA CGM Libra underlines that English 
courts will now hold owners to this standard, it 
added.

The vessel left the Chinese port of Xiamen in May 
2011, bound for Hong Kong and ultimately Europe, 
laden with 8,950 teu of containerised cargo valued 
in excess of $500m, and almost 8,000 tonnes of 
bunkers.

Shortly after dropping the pilot, it sailed out of the 
recognised dredged channel marked by lit buoys, 
and grounded at a speed of around 12 knots. The 
owners — French boxship giant CMA CGM — 
argued that the shoal was uncharted.

CMA CGM Libra was subsequently refloated by 
professional salvors operating under a Lloyd’s Open 
Form. Following an underwater inspection, it was 
found to have suffered little or no damage and 
proceeded on its planned voyage.

Cargo interests refused to pay the owner their 
proportion of the total claim in general average, and 
denied liability under the Hague Rules, on the basis 
that the casualty was caused by the owner’s 
actionable fault.

In particular, they alleged that the vessel was 
unseaworthy due to an inadequate passage plan; 
that the inadequacy was a cause of the casualty; and 
that due diligence had not been exercised.

Mr Justice Teare held that neither the formal 
passage plan, nor the working chart, contained 
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necessary warning of the potential danger arising 
from the existence of areas with lower depths than 
charted once outside the buoyed fairway.

He also affirmed the long-established and 
authoritative test of unseaworthiness, namely 
whether a prudent owner would have required the 
relevant defect to be made good before sending his 
ship to sea, had she known of it.

The judge found it inconceivable that a prudent 
owner would have allowed the vessel to depart from 
Xiamen with a passage plan that lacked the 
necessary warning, especially in light of the IMO 
resolution mentioned above.

The owner argued that passage planning is simply 
the preparation for safe navigation and is not itself 
an aspect of seaworthiness, and sought to benefit 
from the negligent navigation exception under the 
Hague Rules.

The exception provides that a shipowner will not be 
responsible for loss caused by neglect in the 
navigation or in the management of the ship, 
provided that ship is seaworthy.

However, Teare J maintained that seaworthiness 
extends to having the appropriate documentation on 
board, including appropriate charts.

Even a one-off failure to correct a chart in a material 
manner before the beginning of the voyage is 

capable of rendering a vessel unseaworthy, even if 
the shipowner has put in place proper systems to 
ensure that the prerequisite materials were on board 
to prepare an adequate chart.

The judge explained that concentrating upon the 
shipowner’s own actions to the exclusion of those of 
his servants or agents confuses the issue of 
seaworthiness with the issue of due diligence, which 
in any event is a non-delegable duty.

Finally, Mr Justice Teare ruled that a shipowner is 
not protected from liability for failing to exercise due 
diligence to make the vessel seaworthy by the fact 
negligent navigation caused a casualty.

WFW pointed out that a passage plan is not the type 
of chart that might traditionally have been expected 
to impact seaworthiness of a vessel, as it relates 
principally to navigation of the ship.

“Nevertheless, following this judgment, 
shipowners will have to ensure that, through its 
agents and servants, due diligence is exercised to 
produce a non-defective passage plan that clearly 
contains the necessary warnings,” the firm 
warned.

Failure to do so, if causative of a casualty, will not be 
saved by the negligent navigation exception under 
Article IV r 2(a) of the Hague Rules, which cannot be 
applied where a shipowner has failed to exercise due 
diligence to make the vessel seaworthy.

Los Angeles works to become 
the port of the future
LOS ANGELES moved 705,306 teu in February 
2019, a figure that represented at 2.7% decrease 
when compared with February 2018. It was 
something of an expected outcome for port executive 
director Gene Seroka, but one that still called for 
careful examination.

“After the busiest seven months in the history of our 
port, the anticipated ease in cargo volume provides 
an opportunity for us to regroup with our 
stakeholders,” Mr Seroka said. “With an uneven 
trade flow, we will be closely evaluating next steps 
for enhancing supply chain efficiencies.”

The next steps are likely to include a close analysis 
of the Port Optimizer, a technology program that the 
port has been working on with GE Transportation, 
now a Wabtec company. A cloud-based platform, 

Port Optimizer is now facilitating data from nine out 
of the top 11 shipping lines moving containerised 
cargo through the port as well as the nearby Port of 
Long Beach.

According to Mr Seroka, the idea for Port Optimizer 
had its origin in the congestion that arose in 2014 
when anxious shippers started front-loading cargoes 
just before the Pacific Maritime Association began 
negotiations for a new contract with the 
International Longshore and Warehouse Union. 
Uncertain about the result, shippers front-loaded.

The result was an overflow of cargo much the same 
as in the past year when shippers began front-
loading to have their cargoes reach the US ahead of 
tariffs planned by the administration of US 
President Donald Trump.
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But the overflow in 2014 was compounded by a 
variety of problems with chassis, trucks, railroads 
and a labour dispute that dragged on for months.

“It started as a ‘perfect storm’ of congestion which 
ended with protracted labour issues,” Mr Seroka told 
Lloyd’s List. “It was congestion like we had not seen 
in a generation,” he said.

In an effort to begin finding new ways of coping with 
increasing inflows of cargo, the port had tapped into 
a security programme of the US Customs and 
Border Protection agency called the Customs Trade 
Partnership Against Terrorism.

Customs and Border Protection says it works with 
the trade community to strengthen international 
supply chains and improve US security using 
CTPAT, which takes information from the principle 
stakeholders of the international supply chain 
including importers, carriers, consolidators, licensed 
customs brokers, and manufacturers.

“How could we use this information for commercial 
purposes and not just security?” Mr Seroka asked. 
The answer came from GE Transportation, which 
created an initial “automated manifest system” in 
just six weeks.

Shortly after launching the new programme in 2016, 
GE Transportation said that the new pilot project 

was a first step toward providing better co-
ordination among the stakeholders involved in the 
conveyance of waterborne cargo containers, and 
could enhance supply chain performance by 
delivering fast, data-driven insights through a single 
portal to many partners.

“The Port of Los Angeles will have robust 
information on container count and container 
placement for some of the world’s largest cargo ships 
coming into their docks 10 to 14 days before they 
arrive, as well as a breakdown of their destinations 
— to the Midwest via rail, for example, or to local 
retailers or inland warehouses to be unloaded,” GE 
Transportation said.

GE Transportation said the long-term goal of the 
plan was to improve data flow among cargo 
owners, shipping lines, and other stakeholders 
so that port and terminal operators have an 
extended window of time to track inbound cargo. 
As a result, they could then more effectively 
service vessels, optimise cargo movement, and 
improve the predictability and reliability of the 
supply chain.

“This will enable us to do our business smarter,” Mr 
Seroka said. “It’s a heck of a good marketing plan,” 
he said, adding that the Port of Los Angeles, also 
known as America’s port, aims to be the “smart port 
of the future”.

Betting on the unknown
THE news yesterday that Ocean Network Express is 
planning to trial scrubbers on a handful of its owned 
and chartered-in ships will be a boost for those 
promoting the technology as a solution to IMO 2020 
low-sulphur regulations, writes James Baker.

But another titbit to come out of the Singapore 
Maritime Week extravaganza this week — that 
global oil major Shell is ramping up production of 
lubricants designed to work exclusively with low-
sulphur fuel — raises the question of whether 
investments in scrubbers will ever pay off.

Shell is very much preparing for a low-sulphur 
future, and in a podcast interview with Lloyd’s List 
last month, French oil giant Total said it was sure 
there would be an adequate supply and quality of 
low-sulphur fuel by 2020.

The move to scrubbers is predicated on low-sulphur 
fuel being more expensive than heavy fuel oil. By 
spending a few million dollars on installing a 
scrubber, shipowners and operators can save on 
operating costs, giving them an advantage over 
rivals using more expensive fuels.

But that only works if there is a significant delta 
between the two fuels, and that, to date, 
remains a known unknown. Until demand ramps 
up as owners convert over to low-sulphur fuels 
later this year, the price per tonne remains 
unknown.

Earlier this year, Maersk chief executive Søren Skou 
said that as demand for fuel would remain the same, 
supply would rapidly increase, reducing the spread 
between the price to the two fuel types.

OPINION
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According to the International Energy Agency, the 
question of supply is a difficult one to answer.

“There is a lot of uncertainty surrounding the IMO 
2020 developments, and all sorts of scenarios can play 
out,” an IEA spokeswoman told Lloyd’s List. “On the 
particular issue of heavy sulphur fuel oil/gasoil 
spread, the prevailing view, which we share, is that it 
will take refiners two to three years to adjust, by which 
time the scrubber investment will have paid off.”

Normally refiners would not be able to provide all 
the required low-sulphur volumes without creating 
even more price distortion between heavy residues 
and low-sulphur products, the IEA added.

But it was possible to imagine several developments 
that could tighten the spread much quicker, 
including lower than expected compliance 
supporting HSFO demand; further tightening of 
heavy/medium grade crudes output, reducing HSFO 
supply; deteriorating diesel demand; and even 
Chinese “teapot” refiners reviving their interest in 
fuel oil feedstock.

With so many unknown unknowns, the adoption of 
scrubbers remains a shot in the dark. It could prove 
to be a smart move that saves cash, or a lost cost 
that won’t be recovered.

Fortunately, shipping is a sector accustomed to risk.

Plane sailing
WE stood for a minute in memory of a fellow 
conference attendee who boarded the flight to New 
York with two colleagues but had to be carried off 
after suffering pulmonary embolism. It’s a risk the 
globalised shipping industry — surely we are not 
alone in this — is prepared to take for the sake of 
face-to-face networking, writes Richard Clayton.

As I prepared to disembark or, as Americans say, 
deplane from my last trip of the year, I worked out I 
had spent nine and a half days in the air during 
2018. That was a shock to me, but not to anyone I 
shared that with. They had all spent multiples of 
that time strapped to a hard seat, for their safety as 
well as their comfort.

During a conference lunch, I discussed the carbon 
offset sponsorship with Rightship chief executive 
Martin Crawford-Brunt. He tells me that the 
estimated carbon footprint of that event — the cost 
to the planet of every attendee’s flight, road, rail, 
heating, cooling, per capital hotel stay, and so on 
— was pretty much half the footprint of a capesize 
bulk carrier running from Port Hedland, Western 
Australia to China.

The ship’s operator is under pressure to reduce 
emissions into the air and water; the conference 
organiser is not.

Why not? Because people in conferences believe that 
ship emissions should be reduced to save the planet; 
ships don’t have an opinion.

No one is advocating that conferences are a bad 
thing per se. Nor is there any suggestion that 
frequent air travel is inherently unhealthy (as 
opposed to unsafe), although there are better ways 
for a young mother or father to spend a weekend 
than nibbling chlorinated chicken while pretending 
to enjoy Game of Thrones at 38,000 ft. Even so, 
digital disruption should visit the world of corporate 
travel.

If thought-leaders of our industry passionately 
believe they can control multi-million-dollar 
assets from an iPad on the other side of the world, 
maybe it’s time to explore a regional e-conference, 
an online gathering to listen to an engaging 
speaker, followed by a slido Q&A session. It would 
be like a day of webinars experienced individually 
or as a local meeting. Most conferences are a 
combination of speakers and networking. If the 
speakers can be heard online, where does that 
leave networking?

Networking is the essence of a conference, so the 
question becomes: would you be prepared to reduce 
your level of networking by, say 50%, over the course 
of the next five years to significantly address your 
carbon footprint and mitigate the risk of shortness 
of breath and chest pains? Disruption should cover 
all aspects of our industry, not only those elements 
without an opinion.

RIP Lars Gerner Jensen, fleet manager, Dania Ship 
Management.
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Scorpio offshore strategy paying off
SCORPIO Group chief executive Emanuele Lauro 
believes the firm’s venture into the offshore sector is 
yielding results as its private offshore arm sells all 
its assets to Nordic American Offshore.

New York-listed NAO announced a series a moves on 
Monday to restructure its debt obligations, receive 
new funding and grow its fleet.

Among those was the purchase of 13 vessels from 
Scorpio Group-controlled Scorpio Offshore Holdings 
for around $22.5m worth of NAO shares.

Scorpio Group, parent of Scorpio Tankers and 
Scorpio Bulkers, effectively took over NAO in 
December 2019 through a $5m private placement 
that saw its most senior personnel assume the 
leadership positions in the offshore firm.

Mr Lauro, who also serves as NAO chief executive, 
told Lloyd’s List that the 13 vessels consist of 11 fast 
crew boats and two anchor tugs. The deal is 
expected to be completed within the next few days.

While SOH will now become a major shareholder in 
NAO, the sale will also mean that SOH has no 
vessels left and Mr Lauro said the company will not 
be active in the future.

This move aligns with a wider strategy of the 
Scorpio Group, which is to avoid having competing 
assets in the company’s private and public entities.

“We do not envisage owning assets outside the 
public companies. It just makes it easier for us to 
have all the expression of interest for one segment 
into one company,” Mr Lauro said.

SOH began its activities around two-and-a-half 
years ago by focusing on fast crew boats that 
transport seafarers from land to oil fields.

Mr Lauro believes the company was lucky from a 
timing perspective not to engage in the offshore 
supply vessel market around 2015 and 2016 and turn 
down offers that were tabled as opportunities at the 
time.

“Anything that has been done in the OSVs in the 
past three years, if you look back, has been a 
mistake. It is only in the past three to four months 
that things have started to turn,” he said.

Entering the offshore market through this route 
helped Scorpio establish a presence in the sector, 
which in turn enabled it to get involved with NAO.

With 10 offshore supply vessels in its armada during 
the prolonged downturn in the offshore sector, NAO 
has been marred by mounting financial challenges. 
It lost $197.3m in 2018 after losing $29.3m in 2017.

A persistent thorn in NAO’s effort to recuperate as of 
late has been a $150m credit facility whose waiver had 
been extended several times over the past few years.

NAO revealed on Monday that lenders had agreed to 
extend the waiver of the facility to the end of 
January 2020.

Conditions precedent
Meanwhile, if certain conditions precedent are met, 
the same lenders will offer NAO a $132.9m loan 
facility expiring in December 2023 to pay off the 
outstanding debt of the $150m credit facility.

Mr Lauro said there was no specific reason for 
pushing back the waiver of the credit facility to that 
particular date, but the space it creates should allow 
the NAO to lock in the new loan.

“You would expect us to time the January 2020 
[waiver] with ample time for us to meet the conditions 
precedent that would allows us to actually be able to 
get the new financing to 2023,” he said.

With financial obligations somewhat softened, NAO 
also secured a $20m equity credit line from 
investors that can be used on demand.

Mr Lauro said the company will now begin looking 
into growing and developing within an improving 
market based on a proper platform with a good 
structure that will make it attractive for investors.

“The market has improved tremendously in the past 
weeks, in offshore and in the North Sea more 
specifically. However, let us not forget where the 
company is coming from. The financial position of 
the company was in a very difficult place only a few 
weeks ago,” he said.

Mr Lauro insisted NAO’s struggles have been down 
to the broader nosedive in the offshore sector and 
that NAO’s vessel are well run and well placed in the 
market.

MARKETS
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Maersk Product Tankers’ new strategy 
challenges shipping to seek higher standards
MAERSK Product Tankers has a new strategy, which 
is nothing if not ambitious. The so-called “Shaping 
the future” vision is not limited to reforming the 
company itself, rather it seeks to challenge the whole 
of tanker shipping.

Chief executive officer Christian Ingerslev told Lloyd’s 
List it was “both a blessing and a curse” that tanker 
shipping hasn’t seen serious disruption over the past 
50 years. But now, with IMO 2020 looking likely to 
raise the cost of fuel by 20-25%, with unsustainable 
returns on shareholder investment at 4-5% over the 
past 10 years, and with an obligation to reduce CO2 
emissions significantly, the time is right for change.

The launch of this strategy coincides with a positive 
outlook for the product tanker market. Oil demand 
is forecast to grow further, however the vessel 
newbuilding orderbook is declining. Maersk Product 
Tankers has itself taken delivery of 15 medium range 
tankers as part of its newbuilding programme, with 
four still to be delivered; there are six long range 2s 
on order, with an option for a further four to be 
decided in the next month.

Although about 90% of all oil products are moved by 
ship, progress towards cleaner shipping has been 
slow. “We have been pushing this agenda for a long 
time,” Mr Ingerslev said. “It has taken 10 years to 
reduce CO2 emissions by 20%.”

Among other initiatives, the company is now testing 
rotor sails and applying silicon paint and other 
coatings, while leveraging the benefits of digital 
technology to achieve a target of 30% reduction in 
CO2 emissions [from 2008 levels] by 2021.”

“Maersk Product Tankers has about 30 people from 
across the business working on creating digital 
solutions; the solutions we are creating are aimed at 
improving the industry’s returns, and lowering cost 
and CO2 emissions. We predict the market, calculate 
optimal speeds using, for example, data on wind and 
weather.”

Sustainability is just one of the pillars of the 
strategy. The others focus on profitability and 
industry leadership. The company wants to 
be a high achiever in shareholder returns, cut 
expenditure on repairs, lower downtime, 
and raise levels of employee engagement.

“We need to find an angle that is more than ‘we 
make money’,” he said. “We keep the world 
moving. We create growth, seek opportunities for 
society to prosper, and drive sustainable 
shipping… This is way beyond just being 
profitable.”

Mr Ingerslev has toured the company’s offices 
worldwide and conducted many conference calls 
with seafarers. “People are engaged by the CO2 
reduction targets and come up with ideas on how 
to contribute,” he said. The digital team of eight 
full-time employees collaborates with colleagues 
both within Maersk Product Tankers and external 
to it, including the strategic partnership with 
Boston-headquartered hedge fund 
Cargometrics.

“There is a belief in something greater. Smart young 
minds are super-attracted to reducing emissions and 
cleaning the world.”

The key to this vision of shaping the future, Mr 
Ingerslev explained, is that it goes beyond Maersk 
Product Tankers and the product tanker sector of 
the market to the wider industry.

“We want to shape the industry. To do that we will 
share our experience, help partners to join the 
pool, reduce our CO2 emissions, increase vessel 
utilisation, and make better use of digital 
products.”

Mr Ingerslev said he wanted to disrupt the industry 
through digitalisation that will enable shipping to 
both reduce CO2 emissions and raise returns to 
shareholders.

Capesizes scrape off the bottom
CAPESIZE earnings have scraped off the bottom, but 
it may be weeks before a sustained recovery is seen.

“It’s not going to be a stellar year” for dry bulk 
freight rates, said Maritime Strategy International’s 

senior analyst Will Fray, although the market will 
recover from the lows of recent weeks.

He anticipates that one-year time charter rates this 
year will be 20% lower than in 2018, at about 
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IN OTHER NEWS
Reported piracy and sea robbery 
lowest in Asia since 2007
THE first three months of this 
year saw the lowest reported 
incidents for piracy and armed 
sea robbery in Asia since 2007.

Ten incidents were reported 
during the first quarter in Asia, 
including nine actual and one 
attempted incidents, down from 
15 actual and six attempted 
incidents for the year-ago 
period, according to data 
released by ReCAAP, the 
Regional Co-operation 
Agreement on Combating Piracy 
and Armed Robbery against 
Ships in Asia Information 
Sharing Centre.

This marks the lowest total 
number and lowest actual 
incidents reported in 13 years.

Two reported incidents involving 
theft of scrap metal from barges 
took place in close proximity and 
during daylight hours in the 
Singapore Strait.

Eight incidents took place on 
board ships or at anchorages or 
berths and two on board ships 
while sailing.

There were no actual incidents 
involving abduction of crew for 
ransom, including in the Sulu-
Celebes Seas and waters of 
Eastern Sabah, Malaysia.

Singapore lines up quintet of 
autonomous ship projects
SINGAPORE is embarking on five 
autonomous shipping projects 
aimed at future-proofing 
operations at its busy 
transhipment port.

Chief among these is the first-of-
its-kind trial on the largest 
commercial vessel ever to go on 
autonomous steering in the high 
seas.

Singapore’s Maritime and Port 
Authority has extended S$7.2m 
($5.3m) in co-funding to the five 
projects that call for the test-
bedding of vessels to be fitted 
with sensors and equipment to 
undertake autonomous 
navigation.

Shell tweaks lubes to make way for 
low-sulphur transition
AS the marine fuel mix 
evolves to meet the new 
operating demands of a low 
sulphur future, so must the 
lubricants designed to 
optimise the ship engine 
performance.

$14,500 per day. The figure assumes a market 
recovery in the second half of 2019.

Despite mixed market expectations over China’s 
appetite for raw materials, the latest figures from the 
World Steel Association show production increasing 
by 9.2% to 71m tonnes in February versus a year 
earlier.

But iron ore shipments have been hampered by 
Vale’s production cuts as well as lower exports from 
Australia due to bad weather which forced ports to 
shut.

Iron ore exports from Port Hedland, the main 
terminal, in Western Australia to China were down 
12% in March to 30.7m tonnes versus a year earlier, 
according to the latest statistics by the Pilbara Ports 
Authority. Shipments in the first quarter dropped by 
2m tonnes to 99m tonnes.

Brazil’s mining major Vale said at the end of March 
that its iron ore sales volumes would be higher than 
production, at 307m to 332m tonnes this year due to 
stockpiles. The figure in 2018 was 309m tonnes.

An owner said it was seeing capesizes taking on 
smaller parcel sizes, of less than 100,000 tonnes, to 
keep employment, despite the loss-making levels.

The bearish sentiment in the current market was 
relentless, he said, adding that the second half of the 
year should see supply tighten as vessels are 
removed from the market for drydocking for ballast 
water treatment systems or installation of scrubbers.

The average weighted time charter inched up to 
$5,520 per day for a standard capesize at the close 
on Tuesday on the Baltic Exchange from $3,460 per 
day on April 2, the year’s low.

VesselsValue said that the capesize secondhand 
market was under pressure, with no deals reported 
since mid-December.

Its data shows that the value of a generic 15-year-old 
capesize has fallen 20% to $12.2m since early 
November. That compares with other vessel sizes, 
which have risen between 15% and 30%.

“Whilst no sales have been concluded yet, there are 
a number of negotiations in the market and around 
10 to 15 vintage units in circulation,” the company’s 
director Matthew Freeman said, without 
elaborating.

About 13 capesize vessels have meanwhile been 
confirmed for demolition, according to head cargo 
analyst Olivia Watkins.
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Shell Marine is rolling out a new 
lubricant dubbed Alexia 40 that is 
specifically tailored for engines 
running on 0.5% sulphur content 
marine fuel oil complying with 
the International Maritime 
Organization global sulphur cap.

This complements its current 
range of engine lubricants the 
supermajor has on offer to suit 
the different options shipowners 
are pursuing to make the low-
sulphur transition — installing 
scrubbers on ships burning 
high-sulphur fuel oil, switching to 
compliant low-sulphur fuel oil 
and liquefied natural gas.

Maersk backs SME trade platform
AP Moller-Maersk’s corporate 
venture arm has participated in a 
seed funding round raising 
A$1.2m ($0.85m) for a start-up 
platform seeking to cut red tape 
in trillions in dollars of trades 
involving small to medium 
enterprises.

Maersk Growth, the Danish 
shipping conglomerate’s unit, 
has joined two Australia-based 
venture capital funds, Transition 
Level Investments and Blackbird 
Ventures, to back IncoDocs, a 
start-up offering a platform to 
digitalise SME trades.

IncoDocs chief executive officer 
Brandon Boor told Lloyd’s List 
the platform was initially 
developed to address the pain he 
and co-founder Ben Thompson 
face in dealing with the vast 
volume of paperwork while 
running their own trading 
company.

The IncoDocs platform offers a 
library of trade document 
templates with smart auto-fill, 
copy and compliance check 
features aimed at resolving this 
pain-point. Mr Boor said the 
broader goal is to “democratise 
world trade” for SMEs by 
providing “an affordable, 

mobile-friendly tool” that help 
simplify trade processes.

Swedish Club in the red after poor 
investment returns
THE Swedish Club has 
announced a headline deficit of 
$5.2m on the back of poor 
investment returns, despite a 
positive underwriting result that 
generated a combined ratio of 
99%.

A statement from the 
International Group affiliate 
blamed the outcome on what it 
described as the freefall in equity 
markets in December 2018, which 
meant a negative investment 
return of 1.6% had to be booked 
at year end.

That investment loss was 
recovered in total by the end of 
January 2019, it added. The 
marine mutual also saw an 
increase in members and volume 
in the renewal round that closed 
last February.

Singapore to develop digital 
technologies to manage vessel traffic
SINGAPORE, one of the world’s 
busiest ports, is taking a step 
into the future with the launch of 
a facility to develop digital 
technologies and decision-
making tools used by maritime 
operators such as analysis of 
vessel routes, traffic hotspots 
prediction and detection of 
potential collision situations.

The S$9.9m ($7.3M) Next 
Generation Vessel Traffic 
Management System was 
launched by ST Engineering and 
Kongsberg Norcontrol on 
Tuesday during Singapore 
Maritime Week.

The lab is supported by the 
Maritime and Port Authority of 
Singapore’s Maritime Innovation 
and Technology Fund under the 
MPA Living Lab initiative. The 
facility will use smart algorithms 

to predict high-traffic areas and 
avoid potential collision 
situations.

The system is scheduled for 
launch in 2021.

Maersk Product Tankers makes 
headway in challenging market
MAERSK Product Tankers has 
reported increased revenue for 
2018 of $647m, from $621m in 
2017 and $593m in 2016; and a 
significant improvement in its 
pre-tax figure — a loss of $35m, 
from a loss of $489.6m in 2017. 
However, free cash flow has 
slipped from $29.3m in 2017 to 
negative $27.7m in 2018.

The result was affected by low 
spot market rates, although the 
company outperformed the 
market quarter on quarter, 
realising a decline in time charter 
equivalent of just 2.7% from 2017 
compared with a decline in the 
broader market of 14.5%.

Keppel launches remote tug project 
as Singapore vies for autonomous 
shipping leadership
THE business units of Singapore-
listed conglomerate Keppel Corp 
are joining forces on a pilot 
project to advance their home 
nation’s ambition to emerge as 
the preferred port of call for 
autonomous ships.

Keppel Singmarine, a subsidiary 
of Keppel Offshore & Marine, has 
embarked on the development of 
an autonomous tug to be 
operated by Keppel Smit 
Towage.

The project involves retrofitting a 
65-tonne tug with advanced 
systems such as position 
manoeuvring, digital pilot vision, 
collision detection ad avoidance.

An onshore command centre will 
be set up to remotely control the 
tug that is scheduled for delivery 
in the fourth quarter of 2020.
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The project has secured a grant of 
S$2m ($1.5m) from the Maritime 
and Port Authority of Singapore.

Indian Register seeks Asia Pacific 
growth via Malaysia and Thailand
THE Indian Register of Shipping 
wants to expand its activities in 
the Asia Pacific region after 
winning ‘recognised 
organisation’ status from both 
Malaysia and Thailand, the body 
said in a statement on Tuesday.

The two new designations mean 
that IRClass, as the Mumbai-
based classification society is 
known, is now recognised by 43 
flags worldwide.

Meanwhile, the shipping register 
has plans to expand its regional 
reach in other Asian shipping 
markets including Indonesia and 
China. The Singapore office, 
however, remains the 
classification society’s regional 
headquarters as it strengthens 
its operations in this region.

Singapore launches one-stop 
maritime data repository
SINGAPORE has unveiled a new 

centralised data platform as 
part of its bid to accelerate 
the digital transformation of 
the city-state’s maritime 
sector.

The data repository, dubbed 
Singapore Maritime Data Hub, or 
SG-MDH, will help to facilitate the 
co-development and test-
bedding of digital applications 
and data-driven services to 
enhance the safety of navigation, 
operations efficiency and overall 
port productivity, the Maritime 
and Port Authority of Singapore 
said in a statement on Tuesday 
amid a flurry of digitally focused 
announcements emerging as 
Singapore Maritime Week gets 
under way.

The MPA says it intends to 
develop SG-MDH as a global 
collaborative platform to enable 
cross-border digital connectivity 
and data sharing.

Brazil auctions off six more terminals
SIX terminals in Brazil’s north 
were auctioned off on Friday, 
raising about $115m for the 
federal government.

Among the buyers were state oil 
company Petrobras, Brazilian fuel 
company Iparanga, and a joint 
venture between Shell and 
Cosan, which entered into 
contracts ranging from 15 to 25 
years.

Local media reported that 
Brazilian officials expect more 
than $100m in additional 
investment in the terminals 
following the sales.

The sales are one effort by 
the administration of Brazilian 
President Jair Bolsonaro to 
carry through on an election 
promise to privatise parts 
of Brazil’s public 
infrastructure.

The six auctions were preceded 
by four others in March and 
another three terminal auctions 
are expected before the end of 
the month.

This year, 23 port, airport and 
railway concessions have been 
carried out by the Brazilian 
government.

For classified notices please view the next page.
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